
Questions
 

Q1.           

Some questions must be answered with a cross in a box ( ). If you change your mind
about an answer, put a line through the box ( )and then mark your new answer with
a cross ( ).

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

Disney+ is a streaming service that distributes films and television series produced by the Walt
Disney Studios.

(a)  Ceteris paribus, the most likely consequence of the above data is that Disney+ will
experience an increase in its:

(1)

   A    fixed costs

   B    income elasticity of demand

   C    price elasticity of demand

   D    revenue

(b)  Draw a supply and demand diagram to show the likely effect of the change in the number of
subscribers on the market equilibrium for Disney+ services.

(4)



 

(Total for question = 5 marks)

 

 

Q2.           

Answer the question with a cross in the box you think is correct . If you change your
mind about an answer, put a line through the box  and then mark your new answer
with a cross .

Patrick Street Productions produces musicals. Its latest production is 'It's a Wonderful Life' and
the total cost of this production is $200 000. The ticket price is $40. The theatre has a capacity
of 300 seats. The company aims for revenue maximisation. If this is achieved, revenue from
ticket sales will cover 30% of total costs. Charitable donations contribute 12.5% towards total
cost and a government subsidy ensures the production covers all of its costs.

(a)  Calculate the total revenue from ticket sales for 'It's a Wonderful Life', assuming it is shown
only five times, all at full capacity. You are advised to show your working.

(2)
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(b)  Calculate the value of the government subsidy necessary for this production to cover all of
its costs.

(2)
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(c)  Which one of the following conditions is necessary for revenue maximisation to occur?

(1)

   A    Average revenue equals average cost

   B    Average revenue equals marginal cost

   C    Marginal revenue equals average revenue

   D    Marginal revenue equals zero

 



(Total for question = 5 marks)

 

 

Q3.           

The number of individual weekly ticket sales from UK National Lottery games operated by
Camelot was 73 million in the financial year 2015–2016.

The sale price of each lottery ticket was £2. This figure included 24 pence of tax revenue on
each ticket sold.

(a)  Calculate the weekly revenue received by Camelot after paying the tax to the government.
You are advised to show your working.

(2)
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Research conducted for HMRC estimated the cross elasticity of demand for using gaming
machines to be 1.28 in response to changes in the price of national lottery tickets.

In October 2013 Camelot increased the price of a national lottery ticket from £1 to £2.

(b)  Explain the likely impact of the price increase of national lottery tickets on the demand for
using gaming machines.

(2)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

In 2016 a coastal flood defence scheme was completed at Broomhill Sands in Kent, protecting



people, homes and businesses. A £30 million grant from the National Lottery paid for the
scheme.

(c)  The most likely reason for this grant is to ensure the:

(1)

   A    exclusivity of Broomhill Sands

   B    provision of a private good

   C    provision of a public good

   D    rivalry of Broomhill Sands

 

(Total for question = 5 marks)

 

 

Q4.           

Read Figures 1 to 4 and extracts C and D before answering this question.

The German economy

Figure 1: German government budget balance, percentage of GDP, 2010 to 2019

Figure 2: German national debt, percentage of GDP, 2010 to 2019



Figure 3: Annual percentage change in real GDP, Germany and average of developed
economies, 2005 to 2021 (forecasted data for 2020 and 2021)

Figure 4: Unemployment rate in Germany, percentage of labour force, 2005 to 2020
(2020 figure is forecasted)



Extract C

Why Germany keeps to budget rules despite a slowdown in growth

Extract D



Germany drops to number 7 in the Global Competitiveness Index

(a)  Explain one reason why a country such as Germany wants to avoid an increase in the
national debt relative to GDP (Figure 2).

(5)

(b)  Examine two likely effects of the forecast change in the rate of unemployment between
2019 to 2020, on firms in Germany. Refer to Figure 4 in your answer.

(8)

(c)  Discuss the likely impact of investment in new technology on the profitability of firms in
Germany, as described in Extract C line 20. Use a cost and revenue diagram to support your
answer.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic factors which are likely to determine the
rate of economic growth in Germany relative to other developed economies.

(25)

OR

(e)  Evaluate the microeconomic and macroeconomic impacts of 'a much more expansionary
fiscal policy' (Extract C line 23) on the German economy.

(25)

 

(Total for question = 50 marks)

 

 

Q5.           

Francesca owns and runs a beauty salon. The diagram shows the cost and revenue curves for
treatments at her beauty salon. Francesca sets her prices using profit maximisation.



(a)  Calculate the change in total revenue if Francesca changes her objective from profit
maximisation to sales maximisation.

(4)
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(b)  As demand for beauty treatments increased, Francesca decided to take on additional staff. A
likely advantage of applying the division of labour is a reduction in

(1)

A    levels of production

B    boredom within the workforce

C    costs of production per treatment

D    output per worker



 

(Total for question = 5 marks)

 

 

Q6.           

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

The UK Rail Industry

Figure 1: UK government subsidy to Northern, a train operating company in Northern
England

Figure 2: Rail passenger kilometres travelled per year in the UK, billions



Figure 3: Price of a single off-peak train journey, Edinburgh to Leeds Saturday 22nd

December 2018 19:00 hours

Extract A

The case for nationalisation



Extract B

Southern Rail boss paid £495 000

(a)  Refer to Figure 1. Explain the likely effect of the change in subsidy levels between 2017 and
2018 on rail fares.

Include a supply and demand diagram in your answer.

(5)

(b)  With reference to Figure 2, examine two possible factors which may have influenced
demand for rail travel since 2008.

(8)

(c)  Assess whether complete nationalisation of the rail industry might protect employees.



(10)

(d)  With reference to Extract A, paragraph 3, discuss whether the rail network can be
considered to be a natural monopoly.

(12)

(e)  Discuss the likely benefits of price discrimination to rail passengers. Use a diagram to
support your answer.

(15)

 

(Total for question = 50 marks)

 

 

Q7.           

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

The International Energy Agency has predicted that oil use by cars will peak in 2025 because of
the increasing number of drivers switching to electric vehicles.

Evaluate the likely microeconomic consequences of consumers shifting from vehicles powered
by fuel obtained from oil to electric-powered vehicles.

 

(Total for question = 25 marks)

 

 

Q8.           

Mozambique

Figure 2: Interest rates (bank rate of the central bank) and inflation rates of selected
African countries, 2017



Extract D

Rising debt levels in Africa

Extract E

Mozambique's economic stability is being put to the test



Extract F

Microfinance in Mozambique

Figure 3: The cost of microfinance loans in Mozambique, 2015



(a)  With reference to Extract D line 21, explain why 'opportunity cost' is a problem for
governments of developing countries when servicing debt.

(5)

(b)  Examine two reasons, apart from access to finance, why 90% of the manufacturing sector in
Mozambique 'is made up of small enterprises' (Extract E, line 9).

(8)

(c)  Discuss whether borrowers benefit from microfinance. Make reference to Mozambique in
your answer.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic factors, apart from access to credit and
banking, influencing growth and development in Mozambique.

(25)

OR

(e)  Evaluate the likely microeconomic and macroeconomic effects of relatively high inflation
rates in many African countries.



(25)

 

(Total for question = 50 marks)

 

 

Q9.           

Branded coffee shops

Figure 1: Market share of UK branded coffee shops, 2015, percentages

Figure 2: Number of Starbucks coffee shops worldwide, 2003–2016



Figure 3: Price comparison in selected London coffee retailers, February 2017

Extract A

Starbucks in Britain – a loss-making business?



Extract B

Tax on disposable coffee cups?



Extract C

German city of Freiburg takes action on cutting the use of disposable coffee cups

(a)  With reference to Figure 1, briefly explain the market structure that best describes the UK
branded coffee shop market.

(5)

(b)  With reference to Figure 3 and other information provided, discuss the price and non-price
strategies that Starbucks may use to increase profitability.

(12)

(c)  Examine the advantages of using an indirect tax as a means of reducing the use of
disposable coffee cups.

(8)



EITHER

(d)  Evaluate the microeconomic and macroeconomic factors that may influence Starbucks'
decision whether to expand in a particular country.

(25)

OR

(e)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic effects of increased UK demand for coffee at branded coffee
shops.

(25)

 

(Total for question = 50 marks)

 

 

Q10.           

Markets for food and drinks high in fat, salt or sugar (HFSS)

Figure 1: UK market share of potato crisps, 2017



Extract A

The effects of a total ban on advertising of HFSS foods



Extract B

Taxing HFSS foods and subsidising healthy eating widens inequality



Extract C

Tax on fatty foods in Denmark is an economic disaster

(a)  With reference to Figure 1 and Extract A, explain what is meant by a 'highly concentrated'
market for potato crisps (Extract A, lines 2–3).

(5)

(b)  Apart from changes in indirect taxes and subsidies, examine two causes of income
inequality within a developed economy such as the UK.

(8)

(c)  In Extract A, lines 15–16, it was suggested that some firms may respond to the advertising
ban by cutting the prices of their products.

Using game theory and the information provided in Figure 1 and Extract A, discuss the effects 
on firms of cutting prices in an oligopolistic market.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic effects of increased government spending
on education to promote healthy eating in the UK.

(25)

OR

(e)  Evaluate the likely microeconomic and macroeconomic effects of imposing a tax on HFSS
foods.

(25)

 

(Total for question = 50 marks)

 



 

Q11.           

Figure 1 shows the distribution of the revenue received from the sale of a Starbucks cappuccino
drink priced at £2.27 in 2015.

Figure 1

(a)  Which one of the following is a fixed cost to Starbucks?

(1)

   A    Coffee

   B    Milk

   C    Packaging

   D    Rent

(b)  Explain the difference between fixed costs and variable costs.

(2)
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(c)  With reference to Figure 1, calculate the profit (in pence) for a cappuccino drink. You are
advised to show your working.

(2)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

 

(Total for question = 5 marks)

 

 

Q12.           

(a)  With reference to Figure 1, explain one possible cause of the forecast change in total energy
use.

(5)

(b)  With reference to Figure 4, examine the likely impact on the USA's circular flow of income of
the trends in exports and imports of natural gas between 2000 and 2020.

(8)

(c)  With reference to the information provided, discuss the likely impact of a change in the price
of gas on the markets for solar energy and nuclear energy.

(12)

EITHER

(d)  With reference to the information provided and your own knowledge, evaluate the possible
microeconomic and macroeconomic effects on the UK economy of a decision by the government
to encourage fracking.

(25)

OR



(e)  With reference to the information provided and your own knowledge, evaluate the possible
microeconomic and macroeconomic effects on the global economy of lower energy prices.

(25)

 

(Total for question = 50 marks)

 

 

Q13.           

(a)  Explain the difference between 'good' deflation (Extract B, line 16) and 'bad' deflation
(Extract B, line 27).

(5)

 

(b)  With reference to Figure 1 and Extract A, examine the likely reasons for the fall in oil prices
since the middle of 2014.

(8)

 

(c)  With reference to Extract A, discuss the factors necessary for the success of a cartel.

(12)

 

EITHER

(d)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic effects of a sustained period of deflation.

(25)

 

OR

(e)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic effects of a sustained fall in global oil prices.

(25)

 

(Total for question = 50 marks)



 

 

Q14.           

The UK economy

Figure 3: GDP per hour worked, nominal values at PPPs, percentage above or below
UK level, 2018

Figure 4: UK index of output per hour worked, base year 2016 = 100



Figure 5: Proportion of adults with low literacy and/or numeracy skills, by age,
selected countries

Extract D

The end of the High Street?

(a)  With specific reference to Figure 3, explain why productivity is measured by 'GDP per hour
worked, nominal values at PPPs'.

(5)



(b)  Apart from literacy and numeracy skills in young workers, examine one reason for the trend
in productivity in the UK, over the period shown in Figure 4.

(8)

(c)  Discuss factors that are causing many high street retailers in the UK to close some branches
or shut down completely.

Use a cost and revenue diagram to support your answer.

(12)

EITHER

(d)  Evaluate possible microeconomic and macroeconomic policies which could be used to
improve UK competitiveness.

(25)

OR

(e)  Evaluate the microeconomic and macroeconomic effects of a decline in the literacy and
numeracy skills of a country's young workers.

(25)

 

(Total for question = 50 marks)

 

 

Q15.           

In 2015 JCB, the construction equipment manufacturer, experienced a 6% fall in revenue. This
resulted from a reduction in sales of construction equipment to emerging markets.

(a)  Draw a cost and revenue diagram to show the likely impact of a reduction in sales of
construction equipment on JCB's profits.

(4)
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(b)  In India JCB has a strong brand image and a 50% share of the market for construction
equipment. This means the construction equipment market in India is likely to have a low level
of:

(1)

   A    concentration

   B    contestability

   C    private ownership

   D    specialisation

 

(Total for question = 5 marks)

 


